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7KLVDUWLFOHVWDUWVE\TXHVWLRQLQJWKHFDSDFLW\RIWKHFRQFHSWRIVXVWDLQDEOHGHYHORSPHQW
WR VWDELOL]H VRFLDO UHSURGXFWLRQ DQG IRVWHU JOREDO MXVWLFH %DVHG RQ LQWHUGLVFLSOLQDU\
SHUVSHFWLYHVRQJOREDOJRYHUQDQFHLWGLVFXVVHVWKHZD\LQZKLFKJOREDOODZIDLOVWRFRSH
ZLWKWKHUHVRQDQFHRIDGYDQFHGFDSLWDOLVPLQWKHZRUOGVRFLHW\DQGHFRORJLFDOV\VWHPV
2XU DQDO\VLV IRFXVHV RQ WKH UHJXODWRU\ DQG LQVWLWXWLRQDO IHDWXUHV RI WKUHH LQWHUZRYHQ
IXQFWLRQDOUHJXODWRU\UHJLPHVJOREDOILQDQFHHQHUJ\DQGHQYLURQPHQWDOSURWHFWLRQWKDW
GHPRQVWUDWHVWUXFWXUDOJRYHUQDQFHG\VIXQFWLRQDWWKHH[SHQVHRIHFRORJLFDOLQWHJULW\DQG
MXVWLFH LQ WKHJOREDO UHDOP7KHDUWLFOH IXUWKHU H[DPLQHV WKH FDSDFLW\RIJOREDO ODZ WR
IRVWHUDµFRPSRVLWLYH¶DQGµFRPSHQVDWRU\¶FRQWULEXWLRQWRJOREDOMXVWLFHDQGWKHVWDELOLW\
RIWKH(DUWK6\VWHPWKURXJKJOREDOFRQVWLWXWLRQDOLVP,QWKLVFRQWH[WLWFRQFOXGHVWKDW
1HLO:DONHU¶VJOREDOODZDSSURDFKSURYLGHVDIHUWLOHDQDO\WLFDOIUDPHZRUNIRUGHVFULELQJ
WKH SDWWHUQV RI LQWHUDFWLRQ EHWZHHQ GLIIHUHQW VSHFLHV RI JOREDO ODZ EXW SURYHV WR EH
SDUWLFXODUO\µVOLSSHU\¶LQLWVQRUPDWLYHSURSRVLWLRQVUHJDUGLQJWKHJDSEHWZHHQJOREDOODZ
DQG MXVWLFH'UDZLQJIURP WKH(DUWK6\VWHPDSSURDFKZHDUJXH LQ IDYRXURIDJOREDO
PDWHULDO FRQVWLWXWLRQDOLVP UHFRJQL]DQW RI HFRV\VWHPLF ERXQGDULHV DQG VRFLR
HQYLURQPHQWDOLPSDFWVRIWKHJOREDOVRFLRHFRQRPLFPHWDEROLVP:HFRQVLGHUWKDWWKH
JDSEHWZHHQJOREDOODZDQGJOREDOMXVWLFHLVEHVWDGGUHVVHGE\GHYLVLQJPRUHGHOLEHUDWLYH
SDWWHUQVRIWUDQVQDWLRQDOJRYHUQDQFHDVZHOODVHFRV\VWHPDQGKXPDQULJKWVDSSURDFKHV
LQRUGHUWRDFFRPPRGDWHWKHIDLUDQGHTXLWDEOHLQWHUQDOL]DWLRQRIPDWHULDOOLPLWVDFURVV
JOREDOUHJXODWRU\UHJLPHVWKDWDFWDVIXQFWLRQDOO\GLIIHUHQWLDWHGHFRQRPLFFRQVWLWXWLRQV
RIDGYDQFHGFDSLWDOLVP
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FRQFHSWXDOWULFKRWRP\EHWZHHQWKHOHJDOUHDOPVRIWKHLQWHUQDWLRQDOWKHWUDQVQDWLRQDODQG
WKHGRPHVWLFGHVFULELQJLWDVDGHFHQWUHGXQLYHUVDOO\DSSOLFDEOHOHJDOSKHQRPHQRQRI
WKHµLQEHWZHHQ¶RU µLQWHUOHJDOLW\¶:DONHUIDPRXVO\PDSVGLIIHUHQW W\SHVRIJOREDO
ODZ  PRVW RI ZKLFK KH FODVVLILHV DPRQJ FRQYHUJHQFHSURPRWLQJ RU GLYHUJHQFH
DFFRPPRGDWLQJVSHFLHV7KHVHLQWXUQDUHKDUQHVVHGWKURXJKRYHUDUFKLQJRUXQGHUO\LQJ
QRUPDWLYH RU KLVWRULFDOGLVFXUVLYH DSSURDFKHV RI ODZ LQFOXGLQJ SDUWLFXODUO\ JOREDO
FRQVWLWXWLRQDOLVPDQGJOREDODGPLQLVWUDWLYHODZ*$/
8SRQWKHVHWKHRUHWLFDOSUHPLVHVWKLVDUWLFOHZLOOHOXFLGDWHZKHWKHUWKHPHWKRGRORJLFDO
DQG QRUPDWLYH FODLPV WKDW DUH LQKHUHQW WR :DONHU¶V JOREDO ODZ DSSURDFK KDYH WKH
SRWHQWLDO IRUGHYLVLQJFRQYHUJHQFHSURPRWLQJDQGGLYHUJHQFHDFFRPPRGDWLQJPRGHOV
PHWKRGVRUVWUDWHJLHVIRUFRQVWLWXWLRQDOL]LQJHIIHFWLYHFRXQWHUEDODQFHVWRWKHH[SDQVLYH
UDWLRQDOHRIVRPHVRFLHWDOV\VWHPVRYHURWKHUVPXFKWRWKHEHQHILWRIJOREDOGLVWULEXWLYH
MXVWLFH DQG VXVWDLQDELOLW\ ,QGHHG WKH IDLU DQG HTXLWDEOH GLVWULEXWLRQ RI HFRQRPLF DQG
HQYLURQPHQWDOJRRGVDQGEXUGHQVLVLQFUHDVLQJO\SHUFHLYHGDVLQGLVSHQVDEOHWRDQ\YLDEOH
VROXWLRQ WR WKH JOREDO HFRORJLFDO FULVLV +DOWLQJ WKH GHWHULRUDWLRQ RI HFRV\VWHPV DQG
SURPRWLQJ VXVWDLQDELOLW\ DUH LQWULQVLFDOO\ OLQNHG WR HTXLW\ DQG MXVWLFHDQG ODZ KDV D
FULWLFDO UROH WR SOD\ LQ HQVXULQJ WKDW KXPDQ DFWLYLWLHV UHPDLQ ZLWKLQ SODQHWDU\
ERXQGDULHV7KHUHIRUH ZH DOUHDG\ DQWLFLSDWH D UDWKHU VFHSWLFDO XQGHUVWDQGLQJ RI WKH
WUDQVIRUPDWLYHSRWHQWLDORIJOREDOOHJDOSURFHVVHVLIWKHVHZHUHXQGHUVWRRGLQGHSHQGHQWO\
RUDXWRQRPRXVO\IURPWKHLQKHUHQWPDWHULDOGLPHQVLRQRIWKHJOREDOVRFLDOPHWDEROLVP
DQGWKH(DUWK6\VWHP
$FFRUGLQJO\ 6HFWLRQ  H[SORUHV FULWLFDO LQWHUGLVFLSOLQDU\ SHUVSHFWLYHV IURP
DQWKURSRORJ\VRFLRORJ\DQGHFRQRPLFVRQJOREDOJRYHUQDQFHIRUDQDSSUDLVDORIKRZ
ODZDWGLIIHUHQWOHYHOVRIRUGHULQJLQWHUQDWLRQDOWUDQVQDWLRQDOGRPHVWLFHWFGHDOV
ZLWK WKH HIIHFWV RI DGYDQFHG FDSLWDOLVP RQ LQGLYLGXDOV FRPPXQLWLHV DQG VRFLDO DQG
HFRORJLFDO V\VWHPV $JDLQVW WKLV EDFNGURS 6HFWLRQ  FULWLFDOO\ UHYLHZV JOREDO
JRYHUQDQFH IRFXVLQJ RQ UHJXODWRU\ LQVWLWXWLRQDO DQG SURFHGXUDO IHDWXUHV RI WZR
VRPHZKDW FRXQWHULQWXLWLYHO\ EXW QHYHUWKHOHVV GHHSO\ LQWHUZRYHQ SROLF\ DUHDV JOREDO
ILQDQFH DQG JOREDO HQYLURQPHQWDO SURWHFWLRQ ,W VHHNV WR SLQSRLQW WKH VWUXFWXUDO
LQFRQVLVWHQF\EHWZHHQWKHUHVSHFWLYHUDWLRQDOHVDQGWKHXQGHUO\LQJOHJDOIUDPHZRUNVRI
WKHJOREDO HFRQRPLFV\VWHPDQG WKH(DUWK6\VWHP$JDLQVW WKHEDFNGURSRI:DONHU¶V
JOREDOODZDSSURDFK6HFWLRQILQDOO\WXUQVWRGLVFXVVLQJWKHUROHRIODZLQRYHUFRPLQJ
WKHLGHQWLILHGV\VWHPLFPLVPDWFKHVEHWZHHQJOREDOFRQVWLWXWLRQDOVHJPHQWVRIWKHZRUOG
VRFLHW\WKDWOHDGWRFULWLFDOO\XQVXVWDLQDEOHSDWWHUQVRIUHSURGXFWLRQ

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3).MDHUµ&RQVWLWXWLRQDOL]LQJ&RQQHFWLYLW\7KH&RQVWLWXWLRQDO*ULGRI:RUOG6RFLHW\¶6
-RXUQDORI/DZDQG6RFLHW\SS66DWSS66±
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35(KUOLFK30.DUHLYD	*&'DLO\µ6HFXULQJ1DWXUDO&DSLWDODQG([SDQGLQJ(TXLW\WR5HVFDOH
&LYLOL]DWLRQ¶1DWXUHSS
*&KDSURQ<(SVWHLQ$7URXZERUVW	-9/ySH]%DR µ%ROVWHU/HJDO%RXQGDULHV WR6WD\ZLWKLQ
3ODQHWDU\%RXQGDULHV¶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1DWXUH(FRORJ\	(YROXWLRQSS
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0DLQVWUHDPXQGHUVWDQGLQJVRIGHYHORSPHQWKDYHEHHQIRUJHG LQ WKH*OREDO1RUWKDQG
GLIIXVHG DFURVV GLIIHUHQW JHRJUDSKLFDO HFRQRPLF DQG FXOWXUDO FRQWH[WV WKURXJK
JOREDOL]DWLRQ7KURXJKRXWWKLVSURFHVVKRZHYHUFXOWXUDOWUDGLWLRQVLQWHUDFWLQJZLWKWKH
QDWXUDO ZRUOG DFFRUGLQJ WR SUHPLVHV RWKHU WKDQ PDWHULDO DFFXPXODWLRQ KDYH EHHQ
V\VWHPDWLFDOO\VLGHOLQHG,QLWLDOO\IUDPHGDVDVDFUHGWUXVWRIFLYLOL]DWLRQRIIRUPHUO\
FRORQLDO SHRSOHVGHYHORSPHQW DVRSSRVHG WRXQGHUGHYHORSPHQWJUDGXDOO\ UHSODFHG
WKH IRUPHU GLVWLQFWLRQ EHWZHHQ WKH FLYLOL]HG DQG WKH XQFLYLOL]HG LQ WKH FRXUVH RI WKH
WZHQWLHWKFHQWXU\&RQVSLFXRXVVRFLDODQGHFRORJLFDOLPSDFWVRIWKHFLYLOL]DWLRQDODQG
GHYHORSPHQWDODJHQGDVKDYHHOLFLWHGLWVPRGXODWLRQRYHUWLPH,QGHHG6'LVWKHODWHVW
QRUPDWLYHFRQFHSWWKDWTXDOLILHVWKHGHYHORSPHQWSDUDGLJPUHVKDSLQJLWLQVRFLDOO\DQG
HQYLURQPHQWDOO\ PRUH UHVSRQVLEOH WHUPV ,W GRHV VR KRZHYHU ZLWKRXW IXQGDPHQWDOO\
FDOOLQJLQWRTXHVWLRQWKHXQGHUO\LQJJRYHUQPHQWDOLW\RIDGYDQFHGFDSLWDOLVP
$V-RUJH9LxXDOHVKDVFRQYLQFLQJO\DUJXHG6'¶VLQWULQVLFSUHVFULSWLYHYDJXHQHVVZDV
SDUWRIDµGLSORPDWLFWULFN¶WKDWKDVEHHQUHPDUNDEO\HIIHFWLYHLQSURPRWLQJWKHJURZWKRI
JOREDOSULQFLSOHGDJUHHPHQWVEHWZHHQWKH1RUWKDQGWKH6RXWKIRUKDUQHVVLQJHFRQRPLF
VRFLDODQGHQYLURQPHQWDOFRQFHUQVLQDZLGHUDQJHRILVVXHDUHDV7KHIOLSVLGHRIWKLV
LQGHWHUPLQDF\KRZHYHUKDVEHHQ6'¶VZDQWLQJQRUPDWLYHSXOOIRUGHFLGLQJWUDGHRIIV
EHWZHHQFRQIOLFWLQJLQWHUHVWVDQGFRVPRORJLHVRIWKH1RUWKDQGWKH6RXWK6'KDVWKXV
EHHQ XQDEOH WR HIIHFWXDWH DQ\ PHDQLQJIXO EHKDYLRXUDO FKDQJH WKDW ZRXOG KDYH
FRPSURPLVHGWKHPDLQVWUHDPXQGHUVWDQGLQJRIGHYHORSPHQWZLWKWKHREMHFWLYHVRIVRFLDO
HTXLW\DQGHFRORJLFDOVXVWDLQDELOLW\DVDPDWWHURIJOREDOFRPPRQFRQFHUQ7KHDUJXPHQW
FDQ EH PDGH WKDW ZKLOH SD\LQJ OLS VHUYLFH WR VXVWDLQDELOLW\ 6' GLVFRXUVH DFWXDOO\
OHJLWLPL]HV EXVLQHVV DV XVXDO ,QGHHG VSHFLILF UHJXODWRU\ DSSURDFKHV LQ WKH FOLPDWH
FKDQJH  DQG ELRGLYHUVLW\ UHJLPHV  KDYH RSHQHG QHZ SHUVSHFWLYHV IRU GHYHORSPHQW
WKURXJKWKHILQDQFLDOL]DWLRQRIQDWXUDOUHVRXUFHV,QVRGRLQJKRZHYHUWKH6'QDUUDWLYH
GHOLEHUDWHO\FRQFHDOV WKHHQGXULQJDGYHUVH LPSDFW WKDWGHYHORSPHQWKDVRQ WKHQDWXUDO
ZRUOG
)URP D VRFLRORJLFDO SHUVSHFWLYH JOREDOL]DWLRQXQGHUVWRRG DV WKH WUDQVLWLRQ IURP
LQGXVWULDO)RUGLVWFDSLWDOLVPWRDGYDQFHGILQDQFLDOFDSLWDOLVPKDVOHGWRWKHZRUOGZLGH

5*RUGRQµ8QVXVWDLQDEOH'HYHORSPHQW¶LQ6$ODP6$WDSDWWX&**RQ]DOH]	-5D]]DTXHHGV
,QWHUQDWLRQDO(QYLURQPHQWDO/DZDQGWKH*OREDO6RXWK&DPEULGJH8QLYHUVLW\3UHVVSSDW
S
$UW&RYHQDQWRIWKH/HDJXHRI1DWLRQV
/ 2EUHJyQ µ7KH &LYLOL]HG DQG WKH 8QFLYLOL]HG¶ LQ % )DVVEHQGHU 	 $ 3HWHUV HGV 7KH 2[IRUG
+DQGERRNRIWKH+LVWRU\RI,QWHUQDWLRQDO/DZ2[IRUG8QLYHUVLW\3UHVVSS
 : 7ZLQLQJ *HQHUDO -XULVSUXGHQFH 8QGHUVWDQGLQJ /DZ IURP D *OREDO 3HUVSHFWLYH &DPEULGJH
8QLYHUVLW\3UHVVDWS
9LxXDOHVQDERYHDWS
//RKPDQQµ)LQDQFLDOL]DWLRQ&RPPRGLILFDWLRQDQG&DUERQ7KH&RQWUDGLFWLRQVRI1HROLEHUDO&OLPDWH
3ROLF\¶6RFLDOLVW5HJLVWHUSS
$.RWVDNLVµ&KDQJHDQG6XEMHFWLYLW\LQ,QWHUQDWLRQDO(QYLURQPHQWDO/DZ7KH0LFUR3ROLWLFVRIWKH
7UDQVIRUPDWLRQRI%LRGLYHUVLW\LQWR*HQHWLF*ROG¶7UDQVQDWLRQDO(QYLURQPHQWDO/DZSS

SULPDF\RIWKHHFRQRPLFV\VWHPZLWKLWVVSHFLILFUDWLRQDOLW\RISULYDWL]DWLRQRYHURWKHU
VRFLDO V\VWHPV 7KLV SUHYDOHQFH RI WKH HFRQRPLF V\VWHP RYHU VRFLDO UHSURGXFWLRQ KDV
IRVWHUHGWKHVWUXFWXUDOGHFRXSOLQJRIGLIIHUHQWVRFLDOV\VWHPVSROLWLFDOOHJDOHWFDQGWKH
HFRORJLFDOV\VWHP7KHODVWILQDQFLDOHFRQRPLFFULVLVRIDQGWKHRQJRLQJHFRORJLFDO
FULVLV DUH QHJDWLYH FRQVHTXHQFHV RI WKLV NLQG RI FRQWHPSRUDU\ SRVWPRGHUQ RUGHU
FKDUDFWHUL]HGE\UDGLFDOFRQWLQJHQF\DQGXQFHUWDLQW\
<HW DV ZH VKDOO DUJXH WKH DWWHPSW WR WDFNOH JOREDO JRYHUQDQFH JDSV WKURXJK WKH
WUDGLWLRQDO PDLQVWUHDP UHJXODWRU\ UDWLRQDOLW\ FRQVWLWXWHV D IDLOXUH WR UHFRJQL]H WKH
µFRQVWLWXWLRQDO PRPHQW¶RI LQWHUQDWLRQDORU UDWKHU JOREDO ODZZKLFK LV DULVLQJ
IURPWKHSRVWPRGHUQZRUOGVRFLHW\DQGLWVSRVWQDWLRQDORUGHULQJ$WWKHVDPHWLPHWKLV
µFRQVWLWXWLRQDOPRPHQW¶LVE\QRPHDQVDQXQFRQWHVWHGSKHQRPHQRQ5DWKHUFRXQWHU
WHQGHQFLHV WKURXJKRXW WKH ZRUOG LQ WKH IRUP RI UHVXUJHQW SRSXOLVP QDWLRQDOLVP DQG
DXWKRULWDULDQLVP ±HYHQ UHOLJLRXV UDGLFDOLVP ± DUH V\PSWRPV IRU LOOLEHUDO UHDFWLRQV E\
VHJPHQWV RI WKH ZRUOG VRFLHW\ DW RGGV ZLWK WKH VWUXFWXUDO FKDQJHV RI WKH SRVWPRGHUQ
ZRUOG %H WKDW DV LW PD\ WKHZRUOGZLGH H[SDQVLRQ RI FDSLWDOLVP KDV RXWSDFHG VWDWH
FHQWUHG VRFLHW\ EDVHG RQ QDWLRQDO VHJPHQWDWLRQ DQG KDV SURPRWHG WKH HPHUJHQFH RI
JOREDOO\ RSHUDWLQJ VWUXFWXUHV )URP D OHJDO SHUVSHFWLYH WKLV PHDQV D VKLIW IURP D
KRPRJHQHRXVQRUPDWLYHVSDFHWKDWVHFXUHVOHJDOFHUWDLQW\WKHVWDWHWRDIUDJPHQWHG
RQH WKH JOREDO WUDQVQDWLRQDO VRFLHW\ ZKLFK FKDOOHQJHV WKH YHU\ SUHPLVHV RI
SRVLWLYLVP
,QWHUQDWLRQDOOHJDOVFKRODUVKLSKDVDGGUHVVHGWKLVVKLIWLQWKHVWUXFWXUHRIJOREDOVRFLHW\
IURP GLIIHUHQW WKHRUHWLFDO SUHPLVHV WKH PRVW VLJQLILFDQW FXUUHQWV EHLQJ JOREDO
FRQVWLWXWLRQDOLVP  *$/  SRVWFRORQLDOLVP  DQG SOXUDOLVP  'HVSLWH HPERG\LQJ
LQKHUHQWO\YDJXHSROLWLFDODJHQGDVDQGKDYLQJFOHDUO\GLYHUJHQW IRFLFRPPRQWKUHDGV
DQG V\QHUJLVWLF DSSURDFKHV DPRQJ WKHP DUH GLVFHUQLEOH :KHUHDV JOREDO
FRQVWLWXWLRQDOLVPVWULYHVIRUV\VWHPLFXQLW\FRKHUHQFHDQGOHJLWLPDF\RI LQWHUQDWLRQDO
ODZDQGJRYHUQDQFHSRVWFRORQLDOLVPSXUVXHVWKHGHP\WKRORJL]DWLRQRILQWHUQDWLRQDOODZ
DVLPSHULDOLVWLFDQG:HVWHUQELDVHGDQGLWVUHP\WKRORJL]DWLRQLQIDYRXURI WKLUGZRUOG
SHRSOHV WRZDUGV D IDLUHU PRUH EDODQFHG JOREDO OHJDO V\VWHP %RWK DSSURDFKHV GR
FRLQFLGH KRZHYHU RQ VSHFLILF REMHFWLYHV VXFK DV WKH SURPRWLRQ RI WUDQVSDUHQF\ DQG

2.HVVOHUµ7KH6DPHDV,W1HYHU:DV"8QFHUWDLQW\DQGWKH&KDQJLQJ&RQWRXUVRI,QWHUQDWLRQDO/DZ¶
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
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/DZDQG&RQWHPSRUDU\3UREOHPVSS
 % 5DMDJRSDO ,QWHUQDWLRQDO /DZ IURP %HORZ 'HYHORSPHQW 6RFLDO 0RYHPHQWV DQG 7KLUG :RUOG
5HVLVWDQFH&DPEULGJH8QLYHUVLW\3UHVV$$QJKLH,PSHULDOLVP6RYHUHLJQW\DQGWKH0DNLQJRI
,QWHUQDWLRQDO /DZ &DPEULGJH 8QLYHUVLW\ 3UHVV  %6 &KLPQL µ7KLUG :RUOG $SSURDFKHV WR
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$0DQLIHVWR¶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 * 7HXEQHU µ%UHDNLQJ )UDPHV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 
$PHULFDQ-RXUQDORI&RPSDUDWLYH/DZSS$)LVFKHU/HVFDQR	*7HXEQHUµ5HJLPH&ROOLVLRQV
7KH9DLQ6HDUFKIRU/HJDO8QLW\LQWKH)UDJPHQWDWLRQRI*OREDO/DZ¶0LFKLJDQ-RXUQDORI
,QWHUQDWLRQDO/DZSS
&)RFDUHOOL,QWHUQDWLRQDO/DZDV6RFLDO&RQVWUXFW7KH6WUXJJOHIRU*OREDO-XVWLFH2[IRUG8QLYHUVLW\
3UHVVDWSS
DFFRXQWDELOLW\ E\ LQWHUQDWLRQDO LQVWLWXWLRQV DQG WUDQVQDWLRQDO FRUSRUDWLRQV WKH
HQKDQFHPHQWRIDQHIIHFWLYHXVHRIWKHODQJXDJHRIULJKWVE\LQMHFWLQJSHRSOHV¶LQWHUHVWV
LQQRQWHUULWRULDOL]HGOHJDORUGHUVDQGWKHSURPRWLRQRIVXVWDLQDELOLW\DQGHTXLW\*$/
LQWXUQLQLWVUHODWLYHO\QDUURZIRFXVRQWKHJOREDORUWUDQVQDWLRQDODGPLQLVWUDWLYHVSDFH
DQGDVDWKHRU\RIJOREDOSXEOLFDXWKRULW\KDVDQRQO\OLPLWHGµFRPSHQVDWRU\¶DPELWLRQ
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LQFOXGLQJ ULJKWV WR IUHHGRP RI H[SUHVVLRQ DQG DVVRFLDWLRQ WR
HGXFDWLRQ DQG LQIRUPDWLRQ DQG WR SDUWLFLSDWLRQ DQG HIIHFWLYH
UHPHGLHVLVYLWDOWRWKHSURWHFWLRQRIWKHHQYLURQPHQW
*RLQJHYHQIXUWKHUWKH,QWHU$PHULFDQ&RXUWRI+XPDQ5LJKWVUHFHQWO\DFNQRZOHGJHG
WKHWUHQGWRZDUGVWKHUHFRJQLWLRQRI WKHULJKWVRI1DWXUHLQWKHGRPHVWLFFDVHODZDQG
FRQVWLWXWLRQDO DUUDQJHPHQWV LQ WKH 6RXWK $PHULFDQ UHJLRQ  DV UHOHYDQW IRU WKH
LQWHUSUHWDWLRQRIWKHULJKWWRDKHDOWK\HQYLURQPHQW
WKH ULJKW WR D KHDOWK\ HQYLURQPHQW DV DQ DXWRQRPRXV ULJKW LQ
FRQWUDGLVWLQFWLRQ WR RWKHU ULJKWV SURWHFWV WKH FRPSRQHQWV RI WKH
HQYLURQPHQW VXFK DV IRUHVWV ULYHUV VHDV DQG RWKHUV DV OHJDO
LQWHUHVWVLQWKHPVHOYHVHYHQLQWKHDEVHQFHRIFHUWDLQW\RUHYLGHQFH
DERXWWKHULVNIRULQGLYLGXDOSHUVRQV1DWXUHDQGWKHHQYLURQPHQW
DUHWREHSURWHFWHGQRWRQO\IRUWKHLUFRQQH[LRQZLWKWKHXWLOLW\IRU
WKHKXPDQEHLQJRUIRUWKHHIIHFWVWKDWWKHLUGHFD\PD\KDYHRQWKH
HQMR\PHQWRIRWKHUULJKWVRIWKHLQGLYLGXDOVVXFKDVKHDOWKOLIHRU
SHUVRQDO LQWHJULW\ EXW IRU WKHLU LPSRUWDQFH IRU WKH RWKHU OLYLQJ
RUJDQLVPV ZLWK ZKLFK WKH SODQHW LV VKDUHG ZKLFK DOVR FUHGLW
SURWHFWLRQLQWKHPVHOYHV,QWKLVVHQVHWKH&RXUWQRWLFHVDWUHQGWR
UHFRJQL]HOHJDOSHUVRQDOLW\DQGWKXVULJKWVWR1DWXUHQRWRQO\LQ
FRXUWUXOLQJVEXWHYHQLQFRQVWLWXWLRQDORUGHUV

6HH5HSRUWRIWKH6SHFLDO5DSSRUWHXURQWKHLVVXHRIKXPDQULJKWVREOLJDWLRQVUHODWLQJWRWKHHQMR\PHQW
RIDVDIHFOHDQKHDOWK\DQGVXVWDLQDEOHHQYLURQPHQW81'RF$+5&-DQXDU\$QQH[
3UHDPEOHDQG)UDPHZRUN3ULQFLSOHVDQG
,ELGSDUD
6%RUUjVµ1HZ7UDQVLWLRQVIURP+XPDQ5LJKWV WRWKH(QYLURQPHQWWRWKH5LJKWVRI1DWXUH¶
 7UDQVQDWLRQDO (QYLURQPHQWDO /DZ SS  0RUH VSHFLILFDOO\ VHH DOVR /- .RW]H 	 3
9LOODYLFHQFLR&DO]DGLOODµ6RPHZKHUHEHWZHHQ5HWKRULFDQG5HDOLW\(QYLURQPHQWDO&RQVWLWXWLRQDOLVPDQG
WKH 5LJKWV RI 1DWXUH LQ (FXDGRU¶   7UDQVQDWLRQDO (QYLURQPHQWDO /DZ SS  3
9LOODYLFHQFLR&DO]DGLOOD	/-.RW]Hµ/LYLQJLQ+DUPRQ\ZLWK1DWXUH"$&ULWLFDO$SSUDLVDORIWKH5LJKWV
RI0RWKHU(DUWKLQ%ROLYLD¶7UDQVQDWLRQDO(QYLURQPHQWDO/DZSS
$UW$GGLWLRQDO3URWRFROWRWKH$PHULFDQ&RQYHQWLRQRQ+XPDQ5LJKWVLQWKH$UHDRI(FRQRPLF
6RFLDODQG&XOWXUDO5LJKWV3URWRFRORI6DQ6DOYDGRU6DQ6DOYDGRU(O6DOYDGRU1RYLQIRUFH
1RYDYDLODEOHDWKWWSZZZRDVRUJMXULGLFRHQJOLVKWUHDWLHVDKWPO
,$&RXUW+57KH(QYLURQPHQWDQG+XPDQ5LJKWV6WDWHREOLJDWLRQVLQUHODWLRQWRWKHHQYLURQPHQWLQ
WKHFRQWH[WRIWKHSURWHFWLRQDQGJXDUDQWHHRIWKHULJKWVWROLIHDQGWRSHUVRQDOLQWHJULW\±LQWHUSUHWDWLRQ
DQGVFRSHRI$UWLFOHVDQGRIWKH$PHULFDQ&RQYHQWLRQRQ+XPDQ5LJKWV$GYLVRU\2SLQLRQ2&
RI1RYHPEHU6HULHV$1RDWSDUD7KHDXWKRUV¶RZQWUDQVODWLRQ

287/22.
7KLVDUWLFOHVWDUWHGE\TXHVWLRQLQJWKHFDSDFLW\RIWKHFRQFHSWRI6'WRVWDELOL]HVRFLDO
UHSURGXFWLRQ DQG FRQWULEXWH LQ D PHDQLQJIXO ZD\ WR JOREDO MXVWLFH %DVHG RQ
LQWHUGLVFLSOLQDU\ SHUVSHFWLYHV RQ JOREDO JRYHUQDQFH UDQJLQJ IURP DQWKURSRORJ\ DQG
VRFLRORJ\WRHFRORJLFDOHFRQRPLFVZHGLVFXVVHGWKHZD\VLQZKLFKOHJDORUGHUVIDLOWR
FRSHZLWKWKHDGYHUVHHIIHFWVRIDGYDQFHGFDSLWDOLVPLQWKHZRUOGVRFLHW\DQGHFRORJLFDO
V\VWHPV,QSDUWLFXODURXUDQDO\VLVKDVIRFXVHGRQWKHUHJXODWRU\DQGLQVWLWXWLRQDOIHDWXUHV
RI WKUHH LQWHUZRYHQ IXQFWLRQDO UHJXODWRU\ UHJLPHV JOREDO ILQDQFH HQHUJ\ DQG
HQYLURQPHQWDO SURWHFWLRQ WKDW GHPRQVWUDWH VWUXFWXUDO JRYHUQDQFH G\VIXQFWLRQ DW WKH
H[SHQVHRIHFRORJLFDOLQWHJULW\DQGMXVWLFHLQWKHJOREDOUHDOP
$JDLQVW WKDW EDFNGURS WKH DUWLFOH H[DPLQHV WKH FDSDFLW\ RI 1HLO :DONHU¶V JOREDO ODZ
DSSURDFKLQWKHOLJKWRILWVKLVWRULFDOGLVFXUVLYHGLPHQVLRQWRDGDSWµROGHUWHPSODWHV
RIVWDWHODZWRWKHJOREDOGRPDLQ¶LQRUGHUWRIRVWHUDµFRPSRVLWLYH¶DQGµFRPSHQVDWRU\¶
FRQWULEXWLRQ WR JOREDO MXVWLFH DQG WKH VWDELOLW\ RI WKH (DUWK 6\VWHP WKURXJK JOREDO
FRQVWLWXWLRQDOLVP,QGHHGXQGHUVWRRGDVDµFULWLFDODQGQRUPDWLYH³VKDSLQJ´DFWLYLW\WKDW
VHHNVWRLPSURYHFXUUHQWDQGIXWXUHFRQVWLWXWLRQDOFRQGLWLRQV¶JOREDOFRQVWLWXWLRQDOLVP
DQG FRQVWLWXWLRQDOL]DWLRQ VFKRODUVKLS µZLOO QHHG WR EHWWHU FODULI\ WKH UHODWLRQVKLS
EHWZHHQJOREDOL]DWLRQDQGFRQVWLWXWLRQDOL]DWLRQDQGWRXQWDQJOHWKHYDULRXVSURFHVVHVWKDW
DUHRIWHQDVVXPHGWRLQWHUFRQQHFWDQGVLPLODUO\PRWLYDWHWKHWZR¶
,Q WKLV FRQWH[W ZH IRXQG WKDW 1HLO :DONHU¶V JOREDO ODZ DSSURDFK SURYLGHV D IHUWLOH
DQDO\WLFDOIUDPHZRUNIRUGHVFULELQJWKHSDWWHUQVRILQWHUDFWLRQEHWZHHQGLIIHUHQWOHYHOVRU
VSHFLHV RI JOREDO ODZ EXW SURYHV WR EH SDUWLFXODUO\ µVOLSSHU\¶  LQ LWV QRUPDWLYH
SURSRVLWLRQVZLWKUHJDUGVWRWKHJDSEHWZHHQJOREDOODZDQGJOREDOMXVWLFH$V(OOHQ
+H\ ULJKWO\ SRLQWV RXW DGGUHVVLQJ WKLV JDS UHTXLUHV QRW MXVW D PXOWLIDFHWHG V\VWHP RI
GHFLVLRQPDNLQJDEOHWRHQKDQFHSURFHGXUDOIDLUQHVVDVD*$/DSSURDFKPLJKWVXJJHVW
EXWPRUHJHQHUDOO\DEURDGHUFUHDWLYHHIIRUWWRVKDSHDQGDGGUHVVWKHVWUXFWXUDOLPEDODQFHV
RIWKHSRVWPRGHUQZRUOGVRFLHW\
'UDZLQJ RQ WKH (DUWK 6\VWHP DSSURDFK ZH DUJXH LQ IDYRXU RI D JOREDO PDWHULDO
FRQVWLWXWLRQDOLVP UHFRJQL]DQW RI HFRV\VWHPLF ERXQGDULHV DQG VRFLRHQYLURQPHQWDO
LPSDFWVRIWKH*607KLVFDOOVIRUDQHZXQGHUVWDQGLQJRIWKHUROHRIODZLQWKHJOREDO
UHDOPLQRUGHU WRGHDOHIIHFWLYHO\ZLWKWKHFRPSOH[LW\RI WKH$QWKURSRFHQH(PHUJLQJ
IURPDQDFWLYHGLDORJXHEHWZHHQ(DUWK6\VWHP6FLHQFHDQG(DUWK6\VWHP*RYHUQDQFH

:DONHUQDERYHDWSS±
LELGDWS
*:%URZQµ7KH&RQVWLWXWLRQDOL]DWLRQRI:KDW"¶*OREDO&RQVWLWXWLRQDOLVPSS
DWS
LELGDWS
&ROOLQVQDERYH
:DONHUQDERYH
+H\QDERYHDWS
(6/  VHHPV FRPSHOOLQJ LQ WKDW UHJDUG DV LW DGGUHVVHV WKH VWUXFWXUDO QHHG RI
FRPPXQLFDWLRQEHWZHHQWKHOHJDOGLVFLSOLQHDQGWKHVRFLDODQGQDWXUDOVFLHQFHV,QWKLV
ZD\LWHQDEOHVWKHFRPSDWLELOLW\DVVHVVPHQWEHWZHHQOHJDORUGHUVDQGWKH(DUWK6\VWHP
DQGH[SUHVVHVDFRQVWLWXWLRQDOERXQGLQJEHWZHHQWKHZRUOGZLGHUHSURGXFWLRQRIVRFLDO
V\VWHPVDQG WKHVXVWDLQDELOLW\RIHFRV\VWHPV WKDWSURYLGHWKHPDWHULDOEDVLV IRU WKRVH
SURFHVVHV(6/LVWKHUHIRUHLQWULQVLFDOO\WUDQVGLVFLSOLQDU\SULQFLSOHVEDVHGDQGUHVRQDWHV
ZLWKWKHJOREDOODZDSSURDFKE\HQDEOLQJLQWHUFRQQHFWLYLW\
$FFRUGLQJO\ZHFRQVLGHUWKDWFODLPVIRUMXVWLFHLQWKHJOREDOUHDOPDUHEHVWDGGUHVVHGE\
GHYLVLQJPRUHGHOLEHUDWLYHSDWWHUQVRIWUDQVQDWLRQDOJRYHUQDQFHDVZHOODVHFRV\VWHP
DQG KXPDQ ULJKWV DSSURDFKHV LQ RUGHU WR DFFRPPRGDWH WKH IDLU DQG HTXLWDEOH
LQWHUQDOL]DWLRQRIPDWHULDOOLPLWVDFURVVJOREDOUHJXODWRU\UHJLPHVWKDWDFWDVIXQFWLRQDOO\
GLIIHUHQWLDWHG HFRQRPLF FRQVWLWXWLRQV RI DGYDQFHG FDSLWDOLVP %\ HQDEOLQJ
LQWHUFRQQHFWLYLW\ JOREDO ODZ PLJKW KDYH WKH SRWHQWLDO RI IRVWHULQJ µFRQYHUJHQFH
SURPRWLQJ DQG GLYHUJHQFHDFFRPPRGDWLQJ¶ DSSURDFKHV FDSDEOH RI FRQVWLWXWLRQDOL]LQJ
HIIHFWLYH FRXQWHUEDODQFHV WR WKH H[SDQVLYH UDWLRQDOH RI VRPH VRFLHWDO V\VWHPV RYHU
RWKHUVPXFKWRWKHEHQHILWRIJOREDOMXVWLFHDQGWKHHFRORJLFDOOLPLWVRIWKH(DUWK6\VWHP
*OREDO KXPDQ ULJKWV ODZILOWHUHG WKURXJK SURFHVVHV RI FXOWXUDO FURVVEUHHGLQJ DQG
FUHROL]DWLRQ PD\ SURYLGH D SODWIRUP IURP ZKLFK WR GHYLVH FXOWXUDOO\ EHVSRNH OHJDO
PHWKRGVZLWK UHDOZRUOG FXUUHQF\ LQ WKH ILHOGRI HQYLURQPHQWDO GHFLVLRQPDNLQJDQG
SURFHGXUDOMXVWLFHLQHQYLURQPHQWDOJRYHUQDQFH0RVWLPSRUWDQWO\JOREDOKXPDQULJKWV
ODZDOVROHQGVLWVHOIWRJOREDOO\GLIIXVLQJVXEVWDQWLYHHQYLURQPHQWDOVWDQGDUGVWKURXJKRXW
GLIIHUHQW DQG VWUXFWXUDOO\ FRQIOLFWLQJ VHJPHQWV RI WKH ZRUOG VRFLHW\ <HW ZKLOH
PDLQVWUHDPLQJ KXPDQ ULJKWV VHHPV WR EH D SUHVHQWGD\ FRPPRQ SODFH ZLWKLQ OHJDO
VFKRODUVKLS WKH OLPLWDWLRQV DQG LQWULQVLF ULVNV RI WKLV DSSURDFK DOVR QHHG WR EH
DFNQRZOHGJHG  )XUWKHUPRUH DV LQLWLDWLYHV VXFK DV WKH 2VOR 3ULQFLSOHV RQ *OREDO
&OLPDWH&KDQJH2EOLJDWLRQVVXJJHVWWKHJOREDOODQJXDJHRIULJKWVUHJDUGOHVVRIKRZ
PXFKLWKDVOHIWEHKLQGLWVDQWKURSRFHQWULVPDQGHYROYHGWRZDUGVRQWRORJLFDOIRXQGDWLRQV
LQ HFRFHQWULVP UHTXLUHV D VLPXOWDQHRXV JOREDO ODQJXDJH RI REOLJDWLRQV LQ RUGHU WR
HQVXUHWKDWHFRORJLFDOOLPLWVRIWKH(DUWK6\VWHPDUHUHVSHFWHG



(&RFFLRORµ&DSLWDORFHQH7KHUPRFHQHDQGWKH(DUWK6\VWHP*OREDO/DZDQG&RQQHFWLYLW\LQWKH
$QWKURSRFHQH7LPH¶LQ--DULD0DQ]DQR	6%RUUjVHGV*OREDO&OLPDWH&RQVWLWXWLRQDOLVP(GZDUG
(OJDUIRUWKFRPLQJ
.MDHUQDERYHDWS6
.RVNHQQLHPLQDERYH
 JOREDOMXVWLFH\DOHHGXRVORSULQFLSOHVJOREDOFOLPDWHFKDQJHREOLJDWLRQV! DFFHVVHG  6HSWHPEHU

/-.RW]p	')UHQFKµ7KH$QWKURSRFHQWULF2QWRORJ\RI,QWHUQDWLRQDO(QYLURQPHQWDO/DZDQGWKH
6XVWDLQDEOH'HYHORSPHQW*RDOV7RZDUGVDQ(FRFHQWULF5XOHRI/DZLQWKH$QWKURSRFHQH¶
*OREDO-RXUQDORI&RPSDUDWLYH/DZSS
